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Regioffial IVansportation Authority
300 N. State Street, Chicago, lllino«s 606KD
3J2 836-4000

June 28, 1984

Governor of Illinois
President of The Illinois Senate
Minority Leader of the Illinois Senate
Speaker of the Illinois House of

Kepresen ta ti ves
Minority Leader of the Illinois House of

Representa fives
Mayor of the City of Chicago
Other Elected Officials and

Concerned Citizens

Ladies and Gentlemen:

The Regional Transportation Authority's Transition Board of
Directors is pleased to submit this comprehensive annual
financial report in satisfaction of requirements in the
amended RTA Act. This is the first report of this nature
and detail by the RTA, and it is evidence of the Board's
determination to follow not only the letter of the law, but
its spirit as well. The Board is committed to the fullest
disclosure of all aspects of RTA operations.

Because this report covers the 15-month period from October
1, 1982, through December 31, 1983, it includes less than
two months of operations under the Transition Board, which
took office in November, 1983. In a sense, this report
ends at the beginning -- the beginning of the new RTA.

The new RTA began November 9, 1983, when Governor James R.
Thompson signed legislation that gave the RTA a state
operating subsidy, created new Suburban Bus and Commuter
Rail Boards to handle day-to-day operations and established
a nine-member transition RTA Board to run the Authority for
no longer than 11 months and to oversee the transition.

The Board set ambitious goals: stabilizing finances,
winning back riders to the system, reorganizing the RTA,
and building public confidence in RTA management. I

believe we've gone a long way toward realizing those
goals.
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stabilizing Finances

Restoring financial integrity was of paramount importance.
For years the RTA had lurched from financial crisis to
financial crisis. Vendors had to wait up to six months for
payment and riders endured periodic threats of a systemwide
shutdown .

The budget enacted by the Transition Board in December
replaced an October 1, 1983, cumulative deficit of $8.5
million with a budgetary balance projected at $40.4 million
for December 31, 1984. The Board instituted new cost
controls and won important concessions from transit unions
that will save approximately $34.5 million. It closed
lightly used commuter rail stations and removed ticket
agents from many others to save approximately $0.7 million
in annual operating costs and $2.0 million in one-time
capital expenditures.

The RTA met or exceeded its ambitious budgetary goals in
all areas during the first quarter of 1984; expenses for
all carrier groups were below budget during that period,
while revenues were above budget for all carrier groups
except commuter rail, which was less than 1 percent below.
RTA administrative expenses were held 11.8 percent below
budget during the first quarter. An operating deficit of
$20.6 million for the first quarter of 1983 was replaced by
a positive result of $4.7 million for the first quarter of
1984.

The RTA and its funded carriers are now essentially current
with their vendors. And on March 30, 1984, the RTA paid
the final $40.0 million of a $100.0 million bank loan it
had taken out in October, 1982, to get through one of its
periodic financial crises. Except for a $5.0 million
capital note, the Authority is now debt-free.

Winning Back Riders to the System

Another high priority of the Transition Board was halting
the ridership decline that had begun in 1981 after the
previous Board raised fares 50 to 100 percent. The
Transition Board sought to reverse the decline by making
public transportation cheaper and more convenient. It
reduced commuter rail fares 10 percent across the board,
added new midday, evening and weekend trains and extended
the suburban bus network. It authorized the new Link-Up
pass, good for a feeder bus ride at both ends of a commuter
train trip. To promote the new pass — and to make a more
compelling case for public transportation as a convenient,
low-cost alternative to driving — the RTA conducted its
first advertising campaign in four years, a coordinated
series of newspaper, radio and television advertisements.
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These programs, combined with improved economic conditions,
resulted in ridership increases that exceeded the board's
expectations. The Board's goal for the first quarter of
1984 was no further decline in ridership; in fact, rider-
ship increased 3.9 percent in the first three months of
1984 in comparison with the same period in 1983. April
showed a 3 percent gain; by comparison, transit systems in
New York, Boston and Philadelphia registered a combined 2

percent loss of riders in April 1984, compared with April,
1983.

Reorganizing the RTA

Our third major goal, reorganizing the RTA, should be
accomplished this summer. The 1983 reform legislation, as
noted above, mandated a decentralized RTA, with many of its
functions shifted to the new Suburban Bus and Commuter Rail
Divisions. Decentralization normally results in an in-
crease in staff, but under a reorganization plan prepared
by an outside consulting firm and adopted by the Transition
Board, the system will have 27 fewer administrative posi-
tions, saving taxpayers approximately $1.4 million a year.

Building Public Confidence in RTA Management

The Board's first three goals contribute toward the attain-
ment of its fourth goal of restoring public confidence in
the RTA. But the Transition Board has sought, in addition,
to reach out to the public and the business community. In
May the RTA held a Strategic Planning Conference at which
250 leaders of government, business and civic organizations
helped chart the future course of the Authority. The
results of that conference will soon be distilled into a

planning document that will be distributed widely.

By October, the Transition Board will turn over its
authority to a new permanent board. The Transition Board
has given its successor a firm foundation on which to
build, and I believe we can all look forward to next year's
comprehensive annual financial report.

S incerely

,

TCAm/^^. l5^iyM\B\

John D. Kramer
Chairman

-5-



Regional Ib'ansportation Authority
300 N. State Street, Chicago, Illinois 606tO
3I2 836-4000

June 28, 1984

Mr. John D. Kramer, Chairman
Transition Board of Directors
Regional Transportation Authority
300 North State Street
Chicago, Illinois 60610

Dear Mr. Kramer:

In satisfaction of requirements in section 4.05 of the
Regional Transportation Authority Act, as amended, and
dated, November 9, 1983, the comprehensive annual financial
report (CAFR) of the Regional Transportation Authority,
(RTA), is herewith submitted. Please note that due to the
provisions of the recent amendments to the RTA Act, this
report covers the fifteen month period October 1, 1982
through December 31, 1983. This report was prepared by the
RTA's F'inance Division. Responsibility for the accuracy of
the data presented, and the completeness and fairness of
the presentation, including all disclosures, rests with the
RTA. We believe the data, as presented, is accurate in all
material aspects; that it is presented in a manner designed
to set forth fairly the financial position and results of
operations of the RTA; and that all disclosures sufficient
for the reader to gain a complete understanding of the
RTA's financial affairs have been included. For the first
time since inception of the RTA, we have prepared the more
complete comprehensive annual financial report (CAFR) as
recommended by Governmental Accounting, Auditing, and
Financial Reporting , published by the Government Finance
Officers Association. A CAFR provides disclosures tar
beyond the requirements of generally accepted accounting
principles and applicable legal provisions.

RTA OVERVIEW

The RTA, established by the Illinois General Assembly in
1973 and ratified by regionwide referendum in 1974, serves
a 3750 square mile area composed of Cook, DuPage, Kane,
Lake, McHenry and Will counties. The region includes 261
municipalities and 122 townships and has over 7.1 million
residents. Public transportation for the region is provid-
ed by a system of bus, rapid transit, commuter rail and



Mr, John D. Kramer
June 28, 1984
Page -2-

paratransit networks. This coordinated system provides
more than 2.3 million trips per average weekday, making it
the second largest mass transit system in the nation. More
than 70% of the weekday commuters to the Chicago central
business district take mass transit, making it an essential
support system for the Midwest's primary business and
financial center.

Today's relatively well-developed regional transit system
evolved, under RTA leadership, out of the fragmented
collection of near bankrupt carriers that existed prior to
RTA's inception in 1974. Two factors played major roles in

this turnaround: the realization that public subsidy of
transit was justified by the public benefits to be gener-
ated and the adoption of an integrated regional approach to
the provision of such service.

The November 9, 1983 amendments to it's enabling legisla-
tion restructured the RTA. Commencing June 1, 1984, the
Commuter Rail Division, and the Suburban Bus Division will
be governed by separate boards. The CTA will continue to
be governed by its board. The RTA's role is to be one of
financial oversight and regional policy coordination. The
November 9, 1983 amendments to the RTA Act also provide for
a monthly state operating subsidy. For the period November
9, 1983 through June 30, 1984, the RTA received i?75.0

million. Commencing July 1, 1984, the RTA is to receive
twenty-five percent of the previous month's collection of
the RTA-imposed regionwide sales tax.

REPORT SUMMARY

The RTA Act reguires that the RTA's financial statements be
audited by an independent certified public accountant.
This requirement has been complied with and the auditor's
unqualified opinion is include<i in this report.

The final section of this report contains statistical
information describing various aspects of the RTA and its
operations for fitteen month fiscal 1983 and its entire
history

.
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Revenues

The retailers' occupation and use tax (sales tax) imposed
by the RTA, (1% in Cook County and 1/4% elsewhere within
the region), provided approximately 75% of the RTA's total
non-farebox revenues for the fifteen months of fiscal 1983.
The revenues from this source were more than 5% greater
than those for the comparable fifteen month period ending
December 31, 1982. This growth is largely attributable to
the general economic improvement within the region.

Approximately 14% of the total non-farebox revenues for the
fifteen month fiscal year were provided by federal operat-
ing assistance grants under Sections 5 and 9 of the Urban
Mass Transportation Act. Due to cutbacks in federal
funding during the year, these grants totalled approximate-
ly 17% less than those recognized during the fifteen months
ending December 31, 1982. All current and prior year
allocated Section 5 operating monies have been received.

The state operating subsidy previously mentioned began in
November, 1983. This source provided an additional 4% of
the RTA's fiscal 1983 non-farebox revenues. Three percent
of the total non-farebox revenues of fiscal 1983 were
derived from a federal special rail grant. It should be
noted that this funding was part of a special program which
has since been concluded. Hence, no funding from this
source can be anticipated in the near term. The remaining
non-farebox revenues were derived from a number of
sources.

Expenses

Total RTA expenses, exclusive of depreciation, for the
fifteen month fiscal 1983 period, increased 17% over those
for the comparable fifteen month period ending December 31,
1982. Financial assistance to carriers accounted for
almost 95% of the total expenses exclusive of depreciation:
the CTA, commuter rail network, and suburban bus system
received 68%, 22%, and 10% respectively of the total
carrier assistance. For the fifteen month 1983 fiscal
period, financial assistance to the CTA increased 9%
relative to the fifteen months ending December 31, 1982.
Assistance to the entire rail network increased 54% and
that to the suburban bus system increased 20%.
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The major reason for the increase in financial assistance
required by the rail network is that the RTA provided
funding for Milwaukee Road service during RTA fiscal 1983.
For the majority of the comparable fifteen month period
ended December 31, 1982, this service was not operated
under the auspices ot the RTA, and hence it received no
funding or assistance whatsoever.

During the fifteen months reported herein, the RTA expanded
the program, begun in 1982, of increasing suburban bus
service. To the extent that RTA fiscal 1983 operating
funds permitted, suburban bus services, curtailed due to
the financial crisis of 1981, were resumed; as justified,
new services were established; and as capital monies became
available in addition to operating funds, the RTA inaugu-
rated several new paratransit projects.

The remainder of the RTA's total expenses exclusive of
depreciation consisted of administration, ridership infor-
mation, interest and other costs.

Debt

During fiscal 1983 the RTA greatly improvea its debt
position. One-half of the $1UU.0 million principal of the
1982 Interim Financing Notes was retired during this
fifteen month period. (The remaining 50% has since been
retired.) The 1978 capital note was also retired in 1983.
Provisions of the recently amended RTA Act forgave the

Authority the obligation assumed under the Emergency Public
Transportation Loan Act of 1973. Thus, the only debt
outstanding at the current time is the $5.0 million 1983
capital note, the proceeds of which are to be used to
provide funding for the local share requirements ot capital
programs

.

Cash Management

Cash balances during the fiscal period were held in demand
deposit accounts or invested in repurchase agreements
maturing from 1 to 15 days, certificates of deposit
maturing from 30 to 180 days and commercial paper maturing
from 30 to 60 days. On average, cash balances were held as
follows: demand deposits, 0.5%; repurchase agreements,
70%; certificates of deposit, 25%; and commercial paper,
4.5%. The equivalent average annual yield on the portfolio
during the fiscal period was approximately 9%, generating
almost $9.0 million in interest revenues.

e
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Fixed Assets and Capital Grants

During the period October 1, 1982 through December 31,
1983, the net book value of the RTA ' s fixed assets
increased by $101.5 million to $356.9 million. The vast
majority of these assets, more than 95%, are used in the
direct provision of public transportation service, e.g.,
buses, locomotives, cars, tracks, etc.

Funding for these assets was for the most part, provided by
the Urban Mass Transportation Administration (UMTA) and the
Illinois Department of Transportation (IDOT); and to the
extent necessary to fulfill local share requirements, by
the RTA. In RTA fiscal 1983, funding was provided by UMTA
($94.5 million), IDOT ($22.5 million), the Northern Indiana
Commuter Transportation District ($6.4 million) and the RTA
itself ($2.1 million).

CONCLUSION

Although the results o
fifteen month period her
able, (i.e., total expen
revenues by less than
results reflect a dram
affairs of the RTA.
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twelve months just ended
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able results of the tran

Respectfully submitted.
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are slightly unfavor-
depreciation exceeded

e encouraging. These
nd in the financial
rt of the transition
of operations for the
operating deficit of

sis. The cumulative
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inary results of the
icate that the favor-
r are continuing.

HenryVJl O
Division Manager, Finance

HJC/RFN
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TbucheBoss&Co.

June 27, 1984

TO THE TRANSITION BOARD OF DIRECTORS
REGIONAL TRANSPORTATION AUTHORITY

We have examined the financial statements of the
Regional Transportation Authority (RTA), as listed in the table
of contents, on pages 15 through 43 as of December 31, 1983 and
for the fifteen months then ended. Our examination was made in
accordance with generally accepted auditing standards and
generally accepted government auditing standards for financial
audits and, accordingly, included such tests of the accounting
records and such other auditing procedures as we considered
necessary in the circumstances.

In our opinion, the financial statements referred to
above present fairly the financial position of the Regional
Transportation Authority as of December 31, 1983 and the
results of its operations and the changes in its public
investment and financial position for the fifteen months then
ended, in conformity with generally accepted accounting
principles which, except for the prior period adjustments and
accounting changes described in Note 3 to the financial
statements, with which we concur, have been applied on a basis
consistent with that of the preceding year.

/ <>-t4^-C-hvSZ^ t~^iir-Qyx- -4- C-o .
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REGIONAL TKANSPURTATION AUTHORITY

BALANCE SHEET

DECEMBER 31, 1983
( in thousands)

ASSETS :

Current assets:
Cash and investments:

Externally restricted (Note 7) $6,115
Unrestricted 42,510

Accrued revenues:
Retailers' occupation and use tax (sales tax) 59,717
Public transportation tax (gas tax) 95

Federal operating assistance grant 11,710
Technical studies grants 520

Interest 121

Capital grants receivable:

Urban Mass Transportation Administration 8,116
Illinois Department of Transportation 2,587

Advances to transportation agencies:
For operations 3,339
For CTA rapid transit cars 1,612

Spare parts inventory 2,219
Other 1,723

Total current assets 140,384

Fixed assets:
Land 23,990
Transportation equipment 231,804
Tracks and rehabilitation 105,607
Buildings and bus shelters 6,763
Service vehicles and all other 12,712
Less: Accumulated depreciation (61,360 )

In-service, net 319,516
Construction in progress 37,368

Total fixed assets 356,884

Total assets $497.268

The accompanying notes to financial statements are an integral part of this statement,
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REGIONAL TRANSPORTATION AUTHORITY

BALANCE SHEET

DECEMBER 31, 1983
(in thousands) (continued!

LIABILITIES AND PUBLIC INVESTMENT :

Liabil ities:

Current liabilities:
Accrued financial assistance to transportation agencies:
Chicago Transit Authority $45,389
Commuter rail network 3,434
Suburban bus system 886

Accounts payable 10,600
Accrued expenses 4,577
Deferred capital grants 577
1982 Interim Financing Notes (Note 6) 50,000

Total current liabilities 115,463

Long-term 1983 capital note payable (Note 6) 5,000
Total liabilities 120,463

Public investment (Notes 2F and 3):

Available for current appropriations 19,921
Local investment in fixed assets 16,227
Contributed capital 340,657

Total public investment 376,805

Total liabilities and public investment $497.268

The accompanying notes to financial statements are an integral part of this statement,
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REGIONAL TRANSPORTATION AUTHORITY

STATEMENT OF REVENUES AND EXPENSES

FOR THE FIFTEEN MONTH FISCAL YEAR ENDED DECEMBER 31, 1983
(in thousands)

REVENUES (Note 2A) :

Retailers' occupation and use tax (sales tax)

Public transportation tax (gas tax)

State operating assistance grant
Federal operating assistance grants:

Section 5

Section 9

Contributions from the City of
Chicago and Cook County

Federal special rail grant
Technical studies grants
Interest
Sale of tax benefits
Other

Total revenues

EXPENSES (Note 2B):

Financial assistance to transportation agencies
Ridership information
Administration
Unified work program
Interest

Total expenses before depreciation
Depreciation

Total expenses

Net revenues (expenses)

$376,613
504

18,750

59,001
11,581

3,750
15,000
1,381

8,650
1,048
2,487

498,765

453,297
2,477

14,316
57

8,954
479,101
21,407

500,508

$(1.743)

The accompanying notes to financial statements are an integral part of this statement.
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REGIONAL TRANSPORTATIUN AUTHORITY

SCHEDULE OF FINANCIAL ASSISTANCE TO TRANSPORTATION AGENCIES
(Notes 2B and 5)

FOR THE FIFTEEN MONTH FISCAL YEAR ENDED DECEMBER 31, 1983

( in thousands)

TRANSPORTATION AGENCIES :

Chicaijci Transit Authority (deficit reiiiihursement)

:

Connuter rail network (deficit reimbursement):

Burlington Northern, Inc.

Chicago and Northwestern Transportation Co.

Chicago, South Shore and South Bend Railroad Co.

Illinois Central Gulf Railroad Company

Norfolk Southern
Northeast Illinois Railroad Corporation

Total commuter rail network

Suburban bus system:

Fixed route deficit reimbursement-

City of Aurora
Vi 1 lage of Bensenvil le

City of Elgin

Village of Glen El lyn

City of Highland Park

Joliet Mass Transit District

City of Napervil le

Vi llage of Ni les

North Suburban Mass Transit District
South Suburban Safeway Lines, Inc.

Suburban Transit Systems, Inc.

Transit Management of:

Harvey
Oak Lawn

Waukegan
West Towns

Vi 1 lage of Wi Imette

Total fixed route deficit reimbursement

Fixed route fixed fee-

Art's Transportation, Inc.

Airporter Inc.

Continental Air Transport Co., Inc.

Du Page Motor Coach
Gresham Bus Company
Illinois School Bus Company, Inc.

Direct Ass



REGIONAL TRANSPORTATION AUTHORITY

STATETtm" CF CHANGES IN PUBLIC INVESTrtNT

FOR THE FIFTEEN KMH FISCAL YEAR E^DED DECE^BER 31, 1983

(in thousands)

BALANCE AT SEPTEMBER 30, 1982 AS RESTATED (Note 3)

Add (deduct):

Net expenses from statenent of revenues and expenses

Depreciation expense

Financial assistance expense consisting of fixed assets

Forgiveness of 1973 debt obligation by State of Illinois

Contributed capital from:

Urban Mass Transportation Adnini strati on capital grants

Illinois Department of Transportation iratdiing funds

Northern Indiana Comruter Transportation District

Capital grants used to acquire spar^ parts inventory

Capital outlays not financed with contributed capital:

Portions of capital grant projects financed by the RTA

Capital outlays not part of capital grant prx)jects

BALANCE AT DECETCER 31, 1983



REGIONAL TRANSPORTATION AUTHORITY

STATEMENT OF CHANGES IN FINANCIAL POSITION

FOR THE FIFTEEN MONTH FISCAL YEAR ENDED DECEMBER 31, 1983

(in thousands)

SOURCES OF FUNDS :

Operations:
Net revenues (expenses) from statement of revenues and expenses $(1,743)
Add back expenses not requiring current use of working capital -

Depreciation 21,407
Financial assistance consisting of fixed assets 597

Total from operations 20,261

Increase in public investment resulting from

forgiveness of 1973 debt obligation by State of Illinois (Note 6) 34,636
1982 Interim Financing Notes 100,000
1983 capital note 5,000
Contributed capital from:

Urban Mass Transportation Administration capital grants 94,534
Illinois Department of Transportation matching funds 22,524
Northern Indiana Commuter Transportation District 6,420

Total sources of funds $283.375

USES OF FUNDS :

Acquisition of RTA fixed assets $123,549
Forgiveness of 1973 debt obligation by State of Illinois (Note 6) 27,709
1982 Interim Financing Notes 100,000
Net increase in working capital (Note 6) 32,117

Total uses of funds $283.375

The accompanying notes to financial statements are an integral part of this statement.
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REGIONAL TRANSPORTATION AUTHORITY

SCHEDULE OF CHANGES IN WORKING CAPITAL

FOR THE FIFTEEN MONTH FISCAL YEAR ENDED DECEMBER 31, 1983

, _ ,

(in thousands) ., .
,

CURRENT ASSETS :

Cash and investments
Accrued revenues:

Retailers' occupation and use tax (sales tax)
Public transportation tax (gas tax)
Federal operating assistance grant
Technical studies grants
Interest
City of Chicago and Cook County .;^ ., .

Federal special rail grant .

'/'\

Capital grants receivable
Advances to transportation agencies:

For operations
For CTA rapid transit cars

Spare parts inventory
Other

Total current assets

September 30,
1982*

$30,550

December 31,
1983

$48,625 $18,075

47,268



REGIONAL TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS

FOR THE FIFTEEN MONTH FISCAL YEAR ENDED DECEMBER 31, 1983

NOTE 1 - REPORTING ENTITY :

The Regional Transportation Authority (RTA) is a unit of local government,
body politic, political subdivision and municipal corporation established by

the Illinois state legislature in 1973 through the passage of the RTA Act
(part of Chapter 111-2/3 of Illinois Revised Statutes). The stated purpose of

the Act is to insure, in the northeastern region of the state (the Counties of

Cook, DuPage, Kane, Lake, McHenry and Will), the provision of adequate public
transportation service which is attractive and economical to users, comprehen-
sive, safe, efficient, coordinated with regional and state plans, and coordi-
nated among its various elements. At December 31, 1983 these elements includ-
ed the Chicago Transit Authority (CTA), a commuter rail network, and a

suburban bus system.

During the fifteen month period ended December 31, 1983, the RTA provided
financial assistance to five private railroad corporations, two private bus
companies, the CTA and 43 other local governments to reimburse operating
deficits incurred in the provision of public transportation services. The RTA
also purchased public transportation services pursuant to fixed fee contracts
with 12 other private companies, and operated commuter rail services through
the Northeast Illinois Railroad Corporation (NIRC).

Until November 9, 1983 the corporate authorities and governing body of the RTA
were a Board of Directors consisting of 13 members. Five were appointed by
the Mayor of the City of Chicago with the advice and consent of the City
Council; four by the suburban members of the Cook County Board; two by the
Kane, Lake, McHenry, and Will County Board Chairmen; and one by the DuPage
County Board Chairman with the advice and consent of the DuPage County Board.
The thirteenth Director was a Chairman appointed by a three-fourths con-
currence of the other 12.

In November 1983, the state legislature amended the RTA Act to restructure the
RTA. The 1983 amendments provided for the immediate replacement of the RTA
Board of Directors and Chairman with a temporary Transition Board of Directors
and Chairman, and for the appointment by October 1, 1984 of a new permanent
Board of Directors to serve as the corporate authorities and governing body of
the RTA. The amendments also established within the RTA a Commuter Rail Divi-
sion and a Suburban Bus Division, through which the restructured RTA was to
perform many of its functions.

The amended Act divides the powers, duties, obligations, and authority of the
RTA between the Board of Directors and three service boards - the existing CTA
and new Commuter Rail and Suburban Bus Boards which were appointed in mid-1984
to serve as the governing bodies of the new Commuter Rail and Suburban Bus
Divisions within the RTA. Responsibility for determining the level, nature,
and kind of public transportation services that should be provided in the RTA
region, and the responsibility for subsidizing, purchasing, or operating such
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service is shifted from the Board of Directors to the service boards. Under

the amended Act, the new permanent Board of Directors is responsible for

assuring the proper management of public transportation in the region and for

controlling RTA finances.

The amended Act converted the RTA's fiscal year to a calendar year by requir-

ing the extension by three months of the RTA fiscal year that would have ended

on September 30, 1983. These financial statements cover the resulting fifteen
month fiscal year October 1, 1982 to December 31, 1983.

The financial statements for this extended fiscal year (RTA fiscal 1983) are

the first RTA annual statements issued since the effective date of Statement

3, "Defining the Governmental Reporting Entity," issued by the National

Council on Governmental Accounting. Statement 3 sets forth authoritative
criteria for determining the organizations, functions, and activities which
must be included within governmental financial statements purporting to con-

form to generally accepted accounting principles.

Statement 3 requires disclosure in the notes to government financial state-
ments of the results of applying Statement 3 criteria to specific affiliated
organizations. The assets, liabilities, revenues, and expenses (or

expenditures, as appropriate) of all affiliated organizations determined under

Statement 3 to be part of a governmental reporting entity must generally be

included on the face of its financial statements. Since the RTA has chosen to

present these financial statements in conformity with generally accepted
accounting principles, it is necessary to determine whether the NIRC and the
CTA are part of the RTA Statement 3 reporting entity.

The basic Statement 3 criterion for determining whether an affiliated
organization is part of a governmental reporting entity is the exercise of
oversight responsibility. Statement 3 sets forth various manifestations of

oversight responsibility (responsibility for financing deficits, entitlements
to surpluses, guarantees of or "moral responsibility" for debt, selection of

governing authority, designation of management, ability to significantly
influence operations, accountability for fiscal matters, etc.) which indicate
that an affiliated organization should be included within the Statement 3

reporting entity.

Statement 3 also provides that an affiliated organization should generally be

included within a governmental reporting entity, regardless of the degree of
oversight responsibility, if its activities are (1) for the benefit of the re-

porting entity and/or its residents, (2) conducted within the geographic boun-

daries of the reporting entity, and (3) generally available to the citizens of

the reporting entity.

The NIRC is a separate municipal corporation established by the RTA (pursuant

to authority expressly granted to it by the State of Illinois through the RTA

Act) on February 12, 1980 to operate commuter rail services. On June 1, 1981

the NIRC took over the operation of the commuter rail service formerly operat-

ed by the Chicago Rock Island and Pacific Railroad Company. On October 1,

1982 the NIRC began operating the commuter rail service formerly operated by

the Chicago, Milwaukee, St. Paul and Pacific Railroad Company. Through the

period covered by this report, the NIRC had the same Board of Directors and

Chairman as the RTA.
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The 1983 amendments to the RTA Act provided for the continued existence of the

separate municipal corporation that is the NIRC. The members of the Commuter

Rail Board replaced the members of the RTA Board of Directors as the members

of the NIRC Board of Directors serving as the corporate authorities and

governing body of the NIRC. The amended Act provides the separate corporation

with substantially all of the powers of the RTA and the Commuter Rail Board

and permits the Commuter Rail Board to continue it as a separate operating

unit outside of the Commuter Rail Division.

Analysis and application of Statement 3 criteria seem generally to indicate

that the NIRC is part of the RTA reporting entity. Financial statement in-

formation for the NIRC for its twelve month fiscal year ended

December 31, 1983 (NIRC fiscal 1983) is presented in Note 10 to these

financial statements. Differences in present RTA and NIRC charts of accounts

and the three month difference in the length of their respective 1983 fiscal

years have made the effective inclusion of NIRC assets, liabilities, revenues,

and expenses on the face of these statements impracticable. This treatment is

consistent with that of prior periods.

The CTA is a separate municipal corporation established by the Illinois state
legislature in 1945 through the passage of the Metropolitan Transit Authority
Act (also part of Chapter 111-2/3 of Illinois Revised Statutes). The corpo-
rate authorities and governing body of the CTA are a Board of Directors con-
sisting of seven members. Four members are appointed by the Mayor of the City
of Chicago. Three are appointed by the Governor of the State of Illinois. If

neither the Mayor nor the Governor disagree with the other's appointments,
they are val id.

Through December 31, 1983, the RTA's responsibility for financing CTA operat-
ing deficits was subject to the limitations of approved budgets and the avail-
ability of funds. The RTA is not entitled to any CTA operating surpluses.

RTA agreements with the CTA limit RTA responsibility for CTA debt to obliga-
tions specifically approved in advance by the RTA. The RTA does not select
CTA governing authority or designate CTA management.

The 1983 amendments to the RTA Act place on the Board of Directors certain
prospective responsibilities for reviewing and approving proposed budgets and
related reports submitted by the service boards, including the CTA. The
amendments empower and require the Board of Directors to prescribe and impose
on the service boards financial, budgetary, and fiscal standards sufficient to
effectively discharge these responsibilities. The Board is permitted broad
discretion in determining the nature and extent of such standards.

The CTA has not been treated as part of the RTA reporting entity in these
financial statements. The CTA publishes financial statements which are a mat-
ter of public record. Those statements are available upon request.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES :

The RTA maintains its accounting records and prepares Its basic financial

statements in conformity with generally accepted accounting principles as set

forth in the pronouncements of the National Council on Governmental Account-
ing. The following is a summary of the more significant policies.

A. Revenues are recognized using the accrual basis of accounting.

Retailers' occupation and use tax (sales tax) revenues are recognized in

the month in which the transactions giving ri se to them occur. These

taxes are collected by retailers and remitted to the State of Illinois.

Proceeds are generally distributed to the RTA by the state in the second
month following collection by retailers. RTA-reported accrued retailers'

occupation and use tax revenues therefore generally consist of approxi-
mately two months of revenues. These taxes are imposed at the maximum
permissible legal rates of 1% in the County of Cook and 1/4% in the
Counties of DuPage, Kane, Lake, McHenry, and Will. They have been in

effect since November 1, 1979.

Public transportation tax (gas tax) revenues represent collections of
delinquent amounts by collecting agents. This tax was in effect from

December 1, 1977 to October 31, 1979. The RTA Act empowers the RTA to

impose either a public transportation tax or retailers' occupation and

use tax, but not both.

State operating assistance grant revenues in the amount of $75.0 million
were provided to the RTA for the period November 1983 to June 1984 by the

1983 amendments to the RTA Act. $18.8 million (2/8) of this amount has

been recognized as revenues in RTA fiscal 1983. Beginning with July 1,

1984 the RTA is entitled to a state operating assistance grant in a

monthly amount equal to 25% of the state's previous month's net receipts
of RTA-imposed local taxes.

Federal operating assistance grant revenues have been provided to the RTA
under Section 5 (prior to October 1, 1983) and Section 9 (subsequent to

September 30, 1983) of the federal Urban Mass Transportation Act. These
revenues are recognized by the RTA in the fiscal years to which they
apply. The RTA has recognized as fiscal 1983 revenues the $59.0 million
to which it was entitled for the twelve month period that would have been
its fiscal year ended September 30, 1983. The RTA has also recognized as

fiscal 1983 revenues $11.6 million (3/15) of the $58.9 million to which
it is entitled for the fifteen month period October 1, 1983 to December
31, 1984. RTA fiscal 1983 federal operating assistance grant revenues
were restricted to, and expended for, public transportation services in

specified urbanized areas.

Contributions from the City of Chicago and Cook County , required annually
in the total amount of $5.0 million under the RTA Act, were assigned by

the 1983 amendments directly to the CTA rather than to the RTA, effective
July 1, 1983. The RTA has recognized fiscal 1983 revenues in the amount
of $3.8 million representing City and County contributions for the nine
month period October 1, 1982 through June 30, 1983.
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Federal special rail grant revenues in the amount of $15.0 million, pro-

vided to the RTA for the twelve month period ended September 30, 1983

under the Rail Passenger Service Act, have been recognized in RTA fiscal

1983. These revenues were restricted to, and expended for, commuter rail

purposes.

Technical studies grant revenues are provided to the RTA by the Urban

Mass Transportation Administration (UMTA). These monies are intended to

finance certain RTA service development paratransit and unified work pro-

gram planning activities and to help finance grants made by the RTA to

other organizations for planning purposes. These revenues are recognized

at the time of recognition of the planning-related expenditures they are

intended to finance.

Interest revenues are recognized when earned.

Sale of tax benefits revenues in the amount of $1.0 million were recog-

nized in RTA fiscal 1983. Sale of the benefits, which resulted from the

RTA purchase of 24 locomotives, was authorized under Section 168(f)(8) of

the Internal Revenue Code as amended. The sale was accomplished through

an agreement dated September 15, 1983.

B. Expenses are recognized when incurred, using the accrual basis of

accounting.

Financial assistance to deficit reimbursement transportation agencies is

generally recognized as reimburseable deficits are incurred. Financial
assistance grant agreements and deficit reimbursement purchase of service
agreements between the RTA and particular transportation agencies define
reimburseable deficits by, among other things, specifying particular
treatments for fixed assets, inventories, prepaids, judgments and claims,
and employee leave benefits.

Financial assistance to fixed fee transportation agencies is recognized
as the purchased service is provided.

Pi rect assistance amounts reported in the schedule of financial assis-
tance to transportation agencies are provided and controlled through
operating budgets prepared by transportation agencies and submitted to
the RTA. Financial assistance amounts reported as centralized expense
are provided and controlled through the RTA's own operating budget and
allocated to the particular affected transportation agencies. Amounts
reported as prior year direct assistance are for costs of transportation
services provided in prior years that were not known in time to be
included in prior year RTA financial statements.

Vacation benefits for RTA employees are recognized when earned (Note 3).
Sick pay benefits for RTA employees are recognized when paid rather than
when earned because they do not vest.

C. Investments (repurchase agreements, certificates of deposit, and commer-
cial paper) are valued at cost which approximates market.

-26-



Spare parts inventory held by suburban bus system fixed route deficit re-

imbursement transportation agencies is generally owned by the RTA. In-

ventory thus owned is valued at the lower of cost (first-in, first-out)

or market and reported on the RTA's balance sheet.

Fixed assets (land, transportation equipment, tracks and rehabilitation,
buildings and bus shelters, service vehcles, and other) used by transpor-
tation agencies, other than the CTA, are generally owned by the RTA. The

RTA leases fixed assets to transportation agencies for a nominal fee.

Lease agreements generally require transportation agencies to use fixed

assets only for public transportation purposes and to maintain them.

Fixed assets owned by the RTA are reported on the RTA's balance sheet.

Fixed assets are recorded at cost, which for assets acquired through
capital grant projects, includes indirect costs based upon a rate ap-

proved for the RTA by UMTA.

Depreciation is computed on a composite basis using the straight-line
method and estimated useful lives ranging from 1 to 35 years. All depre-

ciation is reported as an expense in the statement of revenues and

expenses. Depreciation expense for the portion of RTA fixed assets
financed with contributed capital is closed against contributed capital.
Other depreciation expense is closed against the local investment in fix-

ed assets public investment account.

Public investment is the term used to describe RTA equity (total assets
less total 1 iabil ities) in these financial statements. RTA public in-

vestment includes amounts derived from operations and contributed
capital. Separate public investment accounts are used to segregate
amounts derived from operations which have been invested in fixed assets
from those which are available for current appropriations.

Contributed capital is provided to the RTA in the form of capital grants
for the acquisition, rehabilitation and construction of public transpor-
tation facilities and equipment under Sections 3, 5, and 9 of the federal
Urban Mass Transportation Act. During RTA fiscal 1983, capital grant
projects were generally financed 80% by UMTA and 20% by the Illinois
Department of Transportation (IDOT). Portions of capital grant projects
not financed with capital grant proceeds must be financed by the RTA.
Capital grants are recognized as contributed capital when related approv-
ed project expenditures occur.

The RTA has generally applied for, received, and administered capital
grants for assets used by transportation agencies other than the CTA, and
obtained title to those assets. The CTA has generally applied for, re-

ceived, and administered capital grants for assets used in its opera-
tions, and obtained title to those assets. The RTA provided the CTA with
$13.5 million in RTA fiscal years 1980 ($4.2 million), 1981 ($6.9
million), 1982 ($1.8 million), and 1983 ($.6 million) to finance the non-
federal nonstate share of CTA-admini stered capital grants for the
acquisition and rehabilitation of CTA transportation equipment (Note 3).
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On August 23, 1982 the RTA entered into an agreement with the Northern
Indiana Commuter Transportation District (NICTD) through which the RTA

obtained title to eight railroad commuter cars. With the acquisition of

these cars, the RTA recognized $6.4 million as contributed capital from

the NICTD.

Local investment in fixed assets is the public investment account used to

identify the portion of RTA public investment derived from operations
that is invested in fixed assets. It is equal in amount to the book

value of the portion of RTA fixed assets financed by the RTA. Since re-

ported contributed capital is equal in amount to the book value of the
portion of RTA fixed assets financed with contributed capital, the sum of

the balances of the local investment in fixed assets account and reported
contributed capital is equal to the total book value of total RTA fixed

assets. At December 31, 1983 reported local investment in fixed assets
and contributed capital amounts were net of accummulated depreciation in

the amount of $5.5 million and $55.9 million, respectively.

Available for current appropriations is the public investment account
used to identify the portion of RTA public investment derived from opera-
tions that is available for current appropriations. It is equal in

amount to the difference between RTA current assets and total
liabilities. The separate reporting of this public investment account in

the RTA's basic financial statements demonstrates the link between these
statements and the RTA's statement of appropriations.

NOTE 3 - PRIOR PERIOD ADJUSTMENTS AND ACCOUNTING CHANGES :

The RTA has restated its previously reported September 30, 1982 public invest-
ment balances to reflect the effects of (1) an adjustment of its prior period
accounting treatment of amounts provided to the CTA to finance the nonfederal
nonstate share of CTA-administered capital grants, (2) a change in its method
of accounting for employee vacation benefits, (3) the discontinued reporting
of amounts to be provided in future years as debit public investment balances,
and (4) changes in the composition of reported contributed capital and other
public investment accounts to more closely conform to generally accepted ac-
counting principles and to simplify and enhance the understandabil ity of the
basic financial statements.

A. The RTA provided the CTA with $12.9 million in RTA fiscal years 1980
($4.2 million), 1981 ($6.9 million) and 1982 ($1.8 million) to finance
the nonfederal nonstate share of CTA-administered capital grants. These
amounts were recorded as an RTA asset (invested in fixed assets of CTA)
rather than as RTA financial assistance expense to the CTA (Note 2F).
The facts do not support treatment of the $12.9 million as an RTA asset.
Accordingly, the RTA has written-off the previously recorded asset and
decreased its previously reported September 30, 1982 public investment
balance by $12.9 million. This adjustment has had no effect on reported
RTA fiscal 1983 results of operations. An additional $.6 million pro-
vided to the CTA in RTA fiscal 1983 has been recognized by the RTA as
fiscal 1983 financial assistance expense to the CTA.
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The RTA has changed its method of accounting for employee vacation bene-
fits to conform to the provisions of Statement 4, "Accounting and Finan-
cial Reporting Principles for Claims and Judgments and Compensated Ab-
sences," issued by the National Council of Governmental Accounting.
Statement 4 provides that employee vacation, sick, and other leave bene-
fits that vest and accumulate must be recognized as expenses and liabili-
ties in the year in which they are earned rather than in the year in

which they are paid. Statement 4 further requires the restatement of
previous year equity balances to preclude overreporting of benefit ex-
penses in the year of implementation. Accordingly, the RTA has rec-
ognized a September 30, 1982 liability in the amount of the $.3 million
of employee vacation benefits payable to RTA employees on that date and
decreased its previously reported September 3U, 19B2 public investment
balance by that amount. This change has not had a material effect on re-
ported RTA fiscal 1983 results of operations.

To more closely conform to generally accepted accounting principles, the
RTA has discontinued its previous practice of reporting "Amounts to be
appropriated from future years' revenues to repay debt" as a separate
public investment account with a debit balance equal in amount to the
balance of total outstanding long-term debt. This change has simplified
the RTA's balance sheet and statement of changes in public investment
making them easier to understand. It has had the effect of decreasing
the RTA's previously reported September 30, 1982 public investment avail-
able for current appropriations balance by $43.4 million. It has had no
effect on reported results of operations or on total RTA public invest-
ment.

In previous years, RTA-reported cumulative contributed capital balances
included the cost of spare parts inventory purchased with capital grant
monies. To more closely conform to the provisions of Statement 2,
"Grant, Entitlement, and Shared Revenue Accounting by State and Local
Governments," issued by the National Council on Governmental Accounting,
the RTA has discontinued that practice. This change had the effect of
decreasing the RTA's previously reported September 30, 1982 contributed
capital balance, and increasing its previously reported September 30,
1982 public investment available for current appropriations balance, by

$.4 million. There is no effect on reported results of operations or on

total RTA public investment.

The RTA has also discontinued its previous practice of including in a

separately reported "invested in assets" public investment account the
cost of spare parts inventory not purchased with capital grant monies.
This change established a symmetrical relationship between the "invested
in assets" account and contributed capital, further simplifying and en-
hancing the understandability of the RTA's balance sheet and statement of
changes in public investment. This change has had the effect of decreas-
ing the RTA's previously reported September 30, 1982 "invested in assets"
balance, and increasing its previously reported September 30, 1982 public
investment available for current appropriations balance, by $1.2 million.
It had no effect on reported results of operations or total RTA public
Investment. The title of the "invested in assets" public investment ac-
count has been changed to "local investment in fixed assets" to more
closely describe its revised nature and purpose.

The effects on September 30, 1982 public investment balances of the above
discussed restatements are summarized as follows:

-29-



IWOmS TO BE INVESTED IN

APPROPRIATED FROM AVAILABLE ASSETS/LOCAL TOTAL

FimjRE YEARS' REVENUES FOR CURREhfT INVESTI^NT IN CONTRIBUTED PUBLIC

TO REPAY DEBT APPROPRIATIONS FIXED ASSETS CAPITAL INVEST>ENT

BALANCE AT SEPTEI^BER 30, 1982

(AS PREVIOUSLY REPORTED) $(43,386)

Add (deduct):

Invested in fixed assets of

CTA at Septerter 30, 1982

Accrued arployee vacation

benefits at September 30, 1982

Long-temi debt at

Septent)er 30, 1982 43,386

Spare parts inventory at

Septent)er 30, 1982 -

$7,210 $29,980 $239,877 $233,681

(12,904)

(343)

(43,386)

1,614

(12,904)

(343)

(1,220) (394)

BALANCE AT SEPTENBER 30, 1982

(AS RESTATED) (34.905) $15,856 ),483 $220.434

In fiscal 1983, the RTA changed its method of presentation for its statement of changes in financial position to

provide a working capital focus to reported sources and uses of funds. This change more closely coordinates the

information presented on the statement of changes in financial position with the sources and uses of funds

reported on the RTA's statement of appropriations (Notes 4 and 2F) thereby enhancing understanding of the

relationship between the statement of appropriations and the basic financial statements.
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NOTE 4 - BUDGET :

A. Sections 2.01 and 4.01 of the RTA Act require the RTA to each year

prepare and by ordinance adopt, after public hearings in each of the

six RTA counties, a Five Year Plan. The Five Year Plan must in-

clude, among other things, information on the RTA's organizational

objectives, operating program, and capital development program.

B. Section 4.01(a) of the RTA Act requires the RTA to prepare and

adopt, after meetings with the county boards of each of the six RTA

counties and at least one public hearing, a comprehensive annual

budget and program document presenting for the forthcoming fiscal

year the RTA's planned operations and capital expenditures and the

proposed means of financing them. Any difference between the budget

and program document and the Five Year Plan must be identified and

explained. The Act provides that the budget must show a balance

between anticipated revenues from all sources and anticipated ex-

penses.

C. Section 4.01(a) of the RTA Act also requires the RTA to prepare and

adopt an annual budget ordinance appropriating monies sufficient to

defray all necessary RTA expenses and obligations and specifying the

purposes and the objects or programs for which appropriations are

made and the amount appropriated for each object or program.

Additional appropriations, transfers between line items (financial

assistance to transportation agencies, ridership information,

administration, unified work program, and interest expense in the

fiscal 1983 budget ordinance), and other changes in the annual

budget ordinance require the approval of the Board of Directors.

In previous years, the annual budget ordinance was prepared on an

alternative budgetary basis which differed in certain material re-

spects from generally accepted accounting principles. Encumbrances

outstanding at year end and debt service principal repayments were

included in appropriations, and liquidations and cancellations of

prior year encumbrances were included in anticipated revenues.

The RTA's fiscal 1983 annual budget ordinance was prepared on a

basis consistent with generally accepted accounting principles and

the RTA's basic financial statements. An invested in fixed assets

public investment account (Note 2F) has been used in the RTA's

fiscal 1983 financial statements to isolate and facilitate the

separate reporting of public investment available for current appro-

priations on both the RTA's balance sheet and its statement of

appropriations.

NOTE 5 - COMMITMENTS :

A. Deficit reimbursement financial assistance grant or purchase of ser -

vice agreements between the RTA and the CTA (through September 30,

1984); the Burlington Northern, Inc. (through December 31, 1987);

the Chicago and Northwestern Transportation Co. (through June 30,
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1984); the Chicago, South Shore and South Bend Railroad (a memoran-

dum of agreement also involving the Northern Indiana Commuter Trans-

portation District which provides guidelines for the negotiation of

a long-term agreement); the Illinois Central Gulf Railroad Company

(through December 31, 1984); the NIRC (until cancelled by either

party); the Norfolk Southern (through June 30, 1985); and various

suburban bus system fixed route deficit reimbursement and para-

transit transportation agencies listed in the schedule of financial

assistance to transportation agencies in this report (ranging from

one to three years or running from month to month) generally provide

that the RTA will reimburse defined operating deficits incurred in

the provision of specified public transportation services, subject

to the limitations of approved budgets and the availability of

funds.

The CTA agreement provides that CTA financial assistance may not,

under any circumstances, be less than the CTA's pro rata share of

available revenues collected in Cook County.

Agreements with the five private railroad corporations generally
provide for incentive or additional compensation based upon specifi-

ed criteria. The RTA currently reimburses 18% of defined operating

deficits incurred by the Chicago, South Shore and South Bend Rail-

road in the provision of commuter services, representing the portion
of the total service allocable to the State of Illinois.

Agreements with suburban bus system paratransit transportation
agencies generally provide that the RTA will reimburse the lower of

$2.50 per ride or 75% of defined operating deficits incurred in the

provision of specified demand response public transportation ser-

vices, subject to applicable limitations.

During RTA fiscal 1982, the RTA purchased the net assets of the West
Towns Bus Company and the Waukegan-North Chicago Transit Company.
During RTA fiscal 1983 the RTA purchased the net assets of Suburban
Transit Systems, Inc. and South Suburban Safeway Lines, Inc. The
RTA has entered into a management services contract with an in-

dependent management company which has established four separate
private corporations. Transit Management of West Towns, Transit
Management of Waukegan, Transit Management of Oak Lawn and Transit
Management of Harvey to manage these four acquired private bus com-

panies. Under the terms of the management services contract, the
RTA can purchase the capital stock of these corporations for a

nominal fee upon termination of the contract. The contract extends
through late 1986 and provides for the payment of minimum annual

management fees in the amount of approximately $.4 million.

The RTA Act empowers and requires the RTA to adopt guidelines set-
ting forth uniform standards for the making of financial assistance
grant agreements and purchase of service agreements. Present
deficit reimbursement agreements specify various treatments for fix-
ed assets, spare parts inventory, prepaid items, judgments and

claims, and employee leave benefits.
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Fixed fee purchase of service agreements between the RTA and private
companies listed In the schedule of financial assistance to trans-
portation agencies In this report provide for RTA payments, at fixed
compensation rates, for the provision of suburban bus service over
specified fixed routes for periods ranging from one to three years.

Operating lease agreements for facilities and equipment provide for
minimum annual RTA rental payments of $1.0 million in 1984 and $.3
million In 1985 with additional negligible amounts payable in 1986
and 1987. RTA fiscal 1983 rental expense was approximately $1.3
mil 1 ion.

NOTE 6 - LONG-TERM DEBT :

The RTA Act was amended in August 1982 to permit the Issuance of 1982 Interim
Financing Notes to provide needed working capital. $100.0 million in such
notes were issued in October 1982 pursuant to a bank loan agreement with a

group of commercial banks headed by the First National Bank of Chicago. Under

the terms of the amended Act, $35.0 million of the note proceeds were ear-

marked for the CTA and $20.0 million were earmarked for transportation agenc-

ies other than the CTA. The notes are a general obligation of the RTA. They

bear interest at a rate equal to 80.0% of the First National's corporate base

rate to a maximum of 13.1%. The loan agreement requires monthly deposits into

a debt service account to finance monthly principal and interest payments.
The $50.0 million principal balance at December 31, 1983 was fully retired in

1984 by means of January through March monthly installments of $3.3 million

and a final $40.0 million payment on March 30.

In May 1983, the RTA issued a $5.0 million capital note pursuant to an agree-

ment with the First National Bank of Chicago. The proceeds of the note are

restricted to the financing of the nonfederal nonstate share of the costs of

fixed asset acquisitions and/or rehabilitations. The note is a general obli-

gation of the RTA. It bears interest at a rate equal to 80.0% of the First

National's corporate base rate to a maximum of 11.1%. The note agreement re-

quires monthly deposits into a debt service account to finance quarterly in-

terest payments. Additional monthly deposits for principal are required from

June 1985 through May 1986 to finance a $5.0 million lump sum principal repay-

ment due on December 1, 1986.

In December 1978, the RTA issued a $35.0 million capital note pursuant to an

agreement with a group of commercial banks headed by Continental Illinois

National Bank of Chicago. The proceeds of the note were restricted to the

financing of the nonfederal nonstate share of the costs of fixed asset

acquisitions and/or rehabilitations. The note was a general obligation of the

RTA. It bore interest at a rate equal to 75.0% of the Continental's prime

rate to a maximum of 8.0%. The note agreement provided for a debt service

account. The final $8.8 million principal payment on the note was made on

July 1, 1983.
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When the RTA was established in 1974, it was

to the State of Illinois under the Emergency

1973 in the amount of $46.6 million. The

amount to the state in 1976. The remaining
interest in five equal $6.9 million annual

1983. The first installment was subsequ
issuance of the 1982 Interim Financing Not

million obligation was forgiven by the st

November 1983 amendments to the RTA Act. Th

reported, as required by generally accepted
source (consisting of a $34.6 million increas
(consisting of a $6.9 million increase in won

decrease in reported long-term liabilities)

RTA's statement of changes in financial posit

required to assume an obligation
Public Transportation Loan Act of

RTA paid $12.0 million of this

$34.6 million was payable without
installments commencing July 1,

ently deferred pursuant to the

es. The entire remaining $34.6

ate legislature pursuant to the

e effects of this forgiveness are

accounting principles, as both a

e in public investment) and a use

king capital and a $27.7 million
of funds in fiscal 1983 in the

ion.

NOTE 7 - EXTERNALLY RESTRICTED CASH AND INVESTMENTS :

Unexpended 1983 capital note proceeds ($5.0 million at December 31,

restricted to the financing of capital expenditures.
1983) are

Federal and state capital grant proceeds received in advance of RTA disburse-
ments for capital expenditures ($.6 million at December 31, 1983) are
restricted for such disbursements.

Escrow funds in the amount of $.5 million secure certain payments to the

Trustee of the Chicago, Milwaukee, St. Paul, and Pacific Railroad Company.

Loan agreements associated with the 1982 Interim Financing Notes and 1983
capital note provide for the accumulation of amounts (less than $.1 million at

December 31, 1983) restricted for future debt service.

The above referenced capital note and grant proceeds are not required to be,

and are not, physically segregated from unrestricted cash and investments.
The escrow and debt service amounts are maintained in required separate bank

accounts.

NOTE 8 - CONTINGENCIES:

Various lawsuits have been filed challenging the constitutionality of the
public transportation tax (gas tax) levied by the RTA (Note 2A). The RTA is

also a defendant in certain additional lawsuits which, among other things,
challenge the legality of certain of its actions and complain of discrimina-
tion against mobility-disabled and other potential patrons of public transpor-
tation. In the opinion of RTA management, the ultimate resolution of these
lawsuits will not have a material
its results of operations

effect on the RTA's financial position or
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Other suits have been filed against the RTA charging that the RTA, CTA and
certain commuter railroads were in breach of contract when July 1981 monthly
passes for public transportation services were cancelled prior to month end.
Settlement costs to the RTA for these suits, including legal fees, are
expected to be at least $1.0 million. The RTA has recognized this amount as

financial assistance expense in RTA fiscal 1983. Total costs to the RTA are
not expected to exceed $2.0 million.

State and federal grant agreements specify that all grant monies are subject
to audit. State and federal laws and regulations require financial audits and
provide for the possibility of additional types of audits. Audit findings are
not expected to have a material effect on the RTA's financial statements.

The RTA does not recognize as payable certain amounts reported by the CTA as

receivable from the RTA. These amounts approximate $45.0 million. The

sources of dispute center on the responsibilities of the RTA under financial
assistance grant agreements with the CTA to provide (1) funds for the

retirement of CTA revenue bonds and the repayment of loans and/or grants made
by the City of Chicago to the CTA and (2) funding in excess of the CTA's
approved budget limits. The RTA does not believe that it has any responsi-
bility to the CTA for these items, and no provision for any payment has been

made in these statements.

NOTE 9 - PENSION PLAN :

The RTA has established a noncontributory single-employer defined benefit
pension plan covering substantially all of its employees and a pension trust

to assist in carrying out the purposes of the plan and to serve as its funding
medium. The plan and the trust became effective July 1, 1976. Responsibili-
ties for administering the plan are divided among five trustees, a retirement
committee, a plan administrator, and the RTA Board of Directors.

The plan provides normal and early retirement and disability benefits
determined as a percentage of a participant's average annual compensation in

the three completed plan years of highest compensation. Prior service credits
are provided to participants employed prior to July 1, 1984 who were employed
on a full time basis prior to their employment with the RTA by another
governmental entity or by certain providers of transportation services.

Funding requirement determinations for the plan are made by an independent
actuary using the Entry Age Normal - Frozen Initial Liability actuarial cost
method with the frozen initial liability determined as of July 1, 1979.

Assets are valued recognizing a portion of both realized and unrealized gains
and losses in order to avoid wide swings in actuarially determined funding

requirements from year to year.

Prior to July 1, 1979, contributions were made on the basis of nonactuarial
estimates. The plan's initial actuarial study found that those estimates were
in excess of actuarial requirements. Beginning with RTA fiscal 1981, pension

expense was reduced by amortization of the excess over ten years. A July 1,
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1983 actuarial valuation indicated an actuarial value of assets for the plan

($6.1 million) in excess of the actuarial accrued liability determined under

the aforementioned actuarial cost method ($6.0 million).

Actuarial assumptions used in the July 1, 1983 valuation included (1) a rate

of return on the investment of present and future assets of 6.0% per year
compounded annually, (2) projected salary increases of 4.5% per year compound-
ed annually, and (3) assumptions as to mortality, withdrawal from active

service, disability, and vesting. Actual plan experience was more favorable
than had been assumed reducing the RTA employer contribution rate determined
by the July 1, 1983 valuation from 10.6% to 9.2% of active member payroll.
Employer expense contributed by the RTA for RTA fiscal 1983, as determined by

the independent actuary, totaled $1.0 million.

There were no significant changes in the plan's provisions, actuarial cost
method or actuarial assumptions between the July 1, 1983 valuation and the
last preceding valuation on July 1, 1982. However, on May 31, 1984 the
Transition Board of Directors amended the plan to retroactively include, for
the plan year ending June 30, 1984, NIRC employees not covered by union
administered plans. The 1984 amendments also changed the plan year to a

calendar year and eliminated prior service credits for participants employed
after June 30, 1984. The NIRC has recognized in NIRC fiscal 1983 employer
contribution expense for the period July 1, 1983 to December 31, 1983 in the
amount of $.38 million, representing normal cost for that period in the amount
of $.34 million together with amortization over 20 years of prior service
credits in the amount of $1.60 million granted to NIRC employees effective
July 1, 1983 under the 1984 amendments. The RTA has in turn recognized the

$.38 million as RTA fiscal 1983 financial assistance expense to the NIRC.
After the effects of the 1984 amendments, the plan reflected an unfunded
actuarial accrued liability at July 1, 1983 in the amount of $1.5 million
($6.1 million less $6.0 million less $1.6 million).
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NOTE 10 - NIRC FINANCIAL STATEMENT INFORMATION :

Financial statement information for the NIRC (Note 1) for its 12 month fiscal year
ended December 31, 1983 (amounts in thousands) follows:

Financial position :

Assets:
Cash and investments $3,140
Receivable from the RTA for deficit reimbursement

financial assistance and capital contributions 2,105
Other receivables and prepaid expenses 3,739
Spare parts inventory 1,587

Fixed assets (net of $431 accumulated depreciation) 1,268

Total assets '

'

$11,839

Liabil ities:

Accrued employee vacation benefits $1,866
Accounts payable and other accrued expenses 7,118

Total liabilities 8,984

Public investment:
Cumulative net revenues (expenses) (431)

RTA contributed capital 3,286

Total public investment 2,855

Total liabilities and public investment $11.839

Results of operations :

Revenues:
Passenger $29,201
Joint facility services and miscellaneous 5,261

Total revenues 34,462

Expenses other than depreciation 59,019

Net revenues (expenses) from operations before depreciation

Deficit reimbursement financial assistance from the RTA

Net revenues (expenses) before depreciation

Depreciation expense 234

Net revenues (expenses) before accounting change (234]

Additional expense reported with change in method of

accounting for employee vacation benefits $1,803

Additional financial assistance from the RTA to

reimburse same 1,803 -

Net revenues (expenses) $(234 )
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NIRC financial statements are prepared using the accrual basis of accounting.
Spare parts inventory includes items with unit costs greater than $25 stated

at the lower of cost (last-in, first-out) or market.

The NIRC records spare parts inventory and fixed assets provided to it by the

RTA, and RTA reimbursements of NIRC purchases of spare parts inventory and

fixed assets, as contributed capital rather than deficit reimbursement
financial assistance. Since capital contributions do not affect reported
results of operations, NIRC financial statements reflect annual and cumulative
excesses of expenses over revenues to the extent of NIRC spare parts inventory
and depreciation expenses not again reimbursed by the RTA. NIRC fiscal 1983
depreciation expense was minimal because the RTA generally owned the transpor-
tation equipment and other property used in NIRC fiscal 1983 public
transportation operations.
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REGIONAL TRANSPORTATION AUTHORITY

STATEMENT OF APPROPRIATIONS

FOR THE FIFTEEN MONTH FISCAL YEAR ENDED DECEMBER 31, 1983
( in thousands)

SUMMARY
BUDGET ACTUAL

PUBLIC INVESTMENT AVAILABLE FOR CURRENT
APPROPRIATIONS AT SEPTEMBER 30, 1982 AS RESTATED

Operating funds:

Sources (From page 40)
Uses (From page 42)

Capital funds:

Sources (From page 43)
Uses (From page 43)

$5,398

479,625
(483,185)

339,250
'339,2501

$(34,905)

535,475
:480,649]

123,478
(123,478]

PUBLIC INVESTMENT AVAILABLE FOR CURRENT
APPROPRIATIONS AT DECEMBER 31, 1983 $1.838 $19,921
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REGIONAL TRANSPORTATION AUTHORITY

STATEMENT OF APPROPRIATIONS

FOR THE FIFTEEN MONTH FISCAL YEAR ENDED DECEMBER 31, 1983

(in thousands) (continued^

SOURCES OF OPERATING FUNDS:

15 MONTH
BUDGET

15 MONTH
ACTUAL

Revenues:

Retailers' occupation and use tax (sales tax)

Public transportation tax (gas tax)

State operating assistance grant

Federal operating assistance grants:
Section 5

Section 9

Contributions from the City of Chicago and

Cook County

Federal special rail grant

UMTA technical studies grants

Interest

Sale of tax benefits

Other

Total revenues

57,750



REGIONAL TRANSPORTATION AUTHORITY

STATEMENT OF APPROPRIATIONS

FOR THE FIFTEEN MONTH FISCAL YEAR ENDED DECEMBER 31, 1983
(in thousands) (continued)

15 MONTH
BUDGET

15 MONTH
ACTUAL

USES OF OPERATING FUNDS :

Expenses:

Financial assistance to transportation agencies:

Chicago Transit Authority

Commuter rail network:

Burlington Northern, Inc.

Chicago and Northwestern Transportation Co.
Chicago, South Shore and South Bend Railroad Co.
Illinois Central Gulf Railroad Company
Norfolk Southern
Northeast Illinois Railroad Corp.

Total commuter rail network

Suburban bus system:

Direct assistance:
City of Aurora
Village of Bensenville
City of El gin

Village of Glen El lyn "

City of Highland Park
Joliet Mass Transit District
City of Napervi 1 le

Vi llage of Ni les

North Suburban Mass Transit District
South Suburban Safeway Lines, Inc.

Suburban Transit Systems, Inc.

Transit Management of:

Harvey
Oak Lawn

Waukegan
West Towns

Vi 1 lage of Wilmette
Fixed fee

Paratransit
Prior year service
Provision for added services

Total direct assistance

Centralized expense:
RTA Bus Division
Parts, equipment, maintenance, and service
Insurance
Fuel

Total centralized expense

Total suburban bus system

Total financial assistance to transportation
agencies

$321,000



REGIONAL TRANSPORTATION AUTHORITY

STATEMENT OF APPROPRIATIONS

FOR THE FIFTEEN MONTH FISCAL YEAR ENDED DECEMBER 31, 1983
(in thousands) (continued]

15 MONTH
BUDGET

15 MONTH
ACTUAL

USES OF OPERATING FUNDS (continued) :

Expenses (continued):

Ridership information $2,338

Administration:
Wages, salaries and fringe benefits 11,221
Professional and technical services (including

legal, audit, engineering, financial and

other consulting)
Office rental

Furniture, fixtures and equipment
Telephone and utilities
Travel, business and related expenses
Data services
Office supplies, postage, dues, subscriptions

and public hearings and information
Indirect costs - capitalized through grant projects

Total administration

Unified work program

Interest

:

1978 capital note
1982 Interim Financing Notes
1983 capital note

Total interest

Total expenses

Less financial assistance expense financed with fixed
assets not requiring current use of operating funds

Total expenses uses of operating funds 483,185

Capital outlays not financed with contributed capital:
Grant projects
Other -

Total capital outlays not financed with
contributed capital

Total uses of operating funds $483,185

$2,477

10,581

921



REGIONAL TRANSPORTATION AUTHORITY

STATEMENT OF APPROPRIATIONS

FOR THE FIFTEEN MONTH FISCAL YEAR ENDED DECEMBER 31, 1983
(in thousands) (continued]

SOURCES OF CAPITAL FUNDS:

USES OF CAPITAL FUNDS:

TOTAL
MULTIPLE

YEAR
PROGRAM
BUDGET

15 MONTH
ACTUAL

UMTA Sections 3, 5 and 9 capital grants

IDOT Sections 3, 5 and 9 matching funds

Northern Indiana Commuter Transportation District

Bond proceeds and other RTA funding sources

Total sources of capital funds

5264,365
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(in thousands)

TO\NSPORTATION AGENCIES:

Camuter rail network (deficit reiritursanent)

:

Burlington torthem, Inc.

Chicago and (tjrtfwestem Transportation Co.

Chicago, South Siore and South Bend Railroad Co.

Illinois Central Gulf Railroad Coipany

Norfolk Southern

ftortheast Illinois Railroad Corporation

Total camxiter rail network



REGIOWL TRANSPORTATION WmCRm

BALAICE SHEET

LAST DAY CF LAST NINE FISCAL YEARS

(in thousands)

June 30, June 30, June 30,

1975 1976 1977

June 30,

1978

June 30,

1979

Sept. 30, Sept. 30, Sept. X, Dec. 31,

1980* 1981* 1982* 1983

Current assets:

Cash and investments;

Externally restricted

Unrestricted

Accrued revenues:

State public transportation fund

Retailers' occipation and use tax (sales tax)

Public transportation tax (yas tax)

Federal operating assistance grant

City of Chicago and Cook Couity

Federal special rail grant

Other federal grants

Interest

Capital grants receivable

Advances to transportation agencies:

For operation

For CTA rapid transit cars

Spare parts inventory

Other

Total current assets

Fixed assets:

Land

Transportation equipment

Tracks and rehabilitation

Buildings and bus shelters

Service vehicles and all other

Less: Accuailated depreciation

In-Service, net

Construction in progress

Total fixed assets

Total assets

$-



REGIOW. TRANSPORTATION Al/IHJRITY

1«LAN;E 3£ET

LAST mv (P LAST WfC FISCAL WARS
(in thousands)

(continued)

June 30, June 30, June 30, June 30, June 30
1975 1976 IS77 1978 1979

' Sept. 30,

1980

LIABILITIES AfC PIBLIC IWESThEW :

Liabilities:

Current liabilities:

Cash overdraft

Accrued financial assistance to transportation agencies
Accoints payable and accrued expenses
Deferred capital grants

Short-term loan from banks and State of Illinois
Emergency Publ ic Transportation Loan Act of 1973 - curreit portion
1978 capital note payable

1982 Interim Financing totes-current portion
Capital lease obligation

Total current liabilities

Long-term portion of long-term debt:

Obligation assuned ijider the Buergency Public Transportation Loan Act of 1973 34 636
1978 capital note payable

1983 capital note payable
Capital lease obligation

loulStTes'"'"™""'^'"™*'' ^^ ^^ 3illotal liabilities -^^ -^^ -^^

Sept. 30, Sept. 30. Dec. 31,
1981 1982 1983

34,636 34,636 34,636 34,636

35,000

27,7m
17,500

34,636 69,636

80.024 113,815

Public Investmant:

Available for current appropriations
Local invesbnent in fixed assets
Contributed capital

Total public investiiHit

Total liabilities and public investneit

* Restated. See tote 3 to fiscal 1983 financial stataieits.

(26,634) (9,448) (15.454) (13.825) 3,170
U5 844 6,52-2 9,874

, -. ,
-

,
8,557 73,483 116,427

Wfi^ 19:353) im5) -ggtro ^m
M.5ffi $30.662 $55,081 $146.204 $243.286

$-



REGIOWL TKANSPORTATION AimORITY

STATD€lff (T REVENUES HC E}(PENSES

LAbi Nltt I IIAL YtAKS

(in thousands)

Inception to

6/30/75

12 Mxiths 12 ftjnths 12 Months

Ended Ended Ended

6/30/76 6/30/77 6/30/78

12 ^t)nths 15 rtxiths 12 Mxiths 12 Mxiths

Ended Ended Ended Ended

6/30/79 9/30/80" 9/30/81** 9/30/82**

15 MDnths

Ended

12/31/83

REVENUES:

State publ ic transportation fund:

Reyional sales tax (3/32 of total)

MDtor vehicle reyistration fees

Operating assistance grant

Retailers' occupatior and use tax (sales tax)

Public transportation tax (gas tax)

Federal operating assistance grants:

IWTA Sertion 5

UMTA Section 9

Contributions from the City of Chicago and Cook County*

Federal special rail g-ant

Other federal grants

Interest

Sale of tax benefits

aher
Total revenues

$89,186



REGIONAL TRANSPORTATION AUTHORITY

RETAILERS' OCCUPATION AND USE TAX (SALES TAX) REVENUES BY COUNTY

LAST FOUR FISCAL YEARS
(in thousands)

TABLE 4

Tax Rate

LOCATION OF RETAILER :

City of Chicago

Other Cook County

DuPage County

Kane County

Lake County

McHenry County

Will County

Total retailers' occupation
and use tax (sales tax)
revenues

11 Months
Ended

9/30/80*

12 Months
Ended

9/30/81

12 Months
Ended

9/30/82

$ 229.5 00 $274,123 $278.4 70

15 Months
Ended

12/31/83

1%



REGIONAL TRWCPORTATION AUTVORITY

RATIO CF DEBT SERVICE REgumE>Elfl"S TO TOTAL SENSES BEFORE DEPRECIATION

LAST NINE FISCAL YEARS

(in thousands)

Inception to Ended

6/30/75 6/30/76

12 Months 12 ftxiths 12 Mxiths 12 Months lb Months 12 Months 12 Months 15 Months

Ended Ended Ended Ended Ended Ended Ended

6/30/77 6/30/78 6/30/79 9/30/80 9/30/81 9/30/82 12/31/83

Debt Service Expenditures

Rptiranent nf principal

Interest

Total

$?O.0ai $33,750 $83,750 $8,751) $58,750

2,643 5.14b 4.441 3.1 91 _«a954

,22.643 138^ $88.191 ilL.941. $67.704

Total Current C()erating and Debt

Sen/ice Expenditures $106,969 3,149 $175,171 $239,246 $302,966 $631,817 $485,079 },716 $537,851

Ratio of Debt SerT/ice Expenditures to Total

Operating and Debt Service Expenditures

SOURCE:

RTA annual reports



REGIONAL TRANSPORTATION AUTHORITY

AmLITY K) ISSUE hTJRTH:< rOTES AM) IfiMlS

AS a lAsr m o last niw hsc;\l years

(in tJiaisands)

OUTSTA^DING ^DTES A^D BOM)S :

Short-term and current portion

of long-term

Long-term portion of long-term

Total notes and bonds

Legal ceiling

Ability to issue further notes

and bonds

% of ceiling

June 30,

1975

500,000

$500.000

June 30,

1976

500,000

$500.000

June 30,

1977

500,000

$500.000

June 30,

1978

June 30,

1979

Sept. 30, Sept. 30,

1981

Sept. 3U,

1982

Dec. 31,

1983

$-



REGIONAL TRANSPORTATION AUTHORITY

OPERATING STATISTICS

TABLE 7

CHICAGO TRANSIT AUTHORITY

Serves the City of Chicago

and 39 neighboring suburbs

CTA RAPID TRANSIT :

241 miles of track

142 stations served

1200 rapid transit cars

2200 daily train departures

12.5 million riders per month

CTA BUS :

133 bus routes

1905 buses operating during peak periods

39.5 million riders per month

COMMUTER RAIL NETWORK

1054 miles of track

100 communities served

230 stations

126 locomotives

594 passengers cars

209 electric cars

3424 trains operated per week

91.4% on time performance in 1983

5.0 million riders per month

SUBURBAN BUS SYSTEM FIXED ROUTE

10 deficit reimbursement carriers

4 owned by RTA/managed by ATE

Management Co.

11 fixed fee carriers

141 regular routes

75 feeder routes

200 communities served

98 commuter rail and rapid transit

stations served

485 vehicles in use during peak periods

2.5 million riders per month

SUBURBAN BUS SYSTEM PARATRANSIT

( DEMAND RESPONSE )

32 funded services

21 vehicle lease services

235 municipalities served

116 lift-equipped buses in service

55 taxis and other vehicles in service

56 thousand riders per month

SOURCE:

RTA Staff Departments



REGIONAL TRANSPORTATION AUTHORITY TABLE 8

PENSION PLAN ACTUARIAL NORMAL COST AND RTA EMPLOYER CONTRIBUTIONS

INCEPTION OF PLAN THROUGH DECEMBER 1983

(in thousands)

Pension Plan Actuarial Normal Cost
Period

Twelve months ended June 30,
Twelve months ended June 30,

Twelve months ended June 30,

Twelve months ended June 30,

Twelve months ended June 30,

Twelve months ended June 30,

Twelve months ended June 30,

Six months ended December 31, 1983

Amount

Ninety month total

1977



REGIONAL HWKPORTATIUN AUTHUm

RIDERSHIP INFURWTIUN

LAST THN CAL£^DAR YEARS

(in millions)

Suburban Bus

TOTAL

19.7

746.0

21.9

739.0

21.7

752.0

24.1

774.5

35.4

826 ._5

3B.6

812.8

27.4

740.2

27.6

701.8

30.6

712.2

SOJKCES:

CTA - CTA Cljerations Planniny Ue(jartJient, Huute/SystBi6 Section, tos Trans^ortdtion Ridiny Habits, (P. xa404J dW 5/7/84.

CTA figures for 1977 and 1983 are for 53 weeks. CTA figures for other >ears av for 52 weeks.

- Chicago Area Coimuter Rail System Yearly Ridership Trends - 1%9 thru 1983, NIKC l^rfonnance Malysis Uepartjnefit.

Chicago, South Srore and South Bend Railroad Co. ridership is lift of its total ridershi|j.

- Consmer Inforaation Report prepared by RTA staff departments.





AREA:

REGIONAL TRANSPORTATION AUTHORITY TABLE 11

DEMOGRAPHIC STATISTICS

CENSUS YEAR 1980

18 Years and Older
Median Family % Completed 16 Years

Population C 1 ) Income(^) or More of School (3)

15.53

26.04

14.73

21.16

15.20

12.62

16.67

Cook County








